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EDITORIAL DEPARTMENT NOTE 


The passing years have witnessed a widening of the gulf between account- 
ing for taxes and financial accounting. A cumbersome has been 
evolved for determining taxable income, until the resulting figure often 
differs widely from the income reported in the annual statements. The 
heavy increases in tax rates have further emphasized this tendency. Re- 
cording income taxes on the basis of the year of their accrual has been 
found inadequate. Our first article by W. J; Crawford, explaining the allo- 
cation of taxes as suggested in Bulletin of the American Institute of 
Accountants and by the SEC should, therefore, prove of interest to account- 
ants and business men generally. 

Mr. Crawford received his B. S. degree from Stephen F. Austin State 
Teachers College in Texas. He then took graduate work at Texas A. & M, 
College and Northwestern University, from which he received his M. B. A. 
After serving several years with Arthur Andersen & Co., Mr. Crawford 
joined the Humble Oil Co. and now serves as Chief Accountant of this 


Company. 

Like taxes, personnel problems are constantly with us. Too little is 
known of the problems of the office worker. Our newspapers these days are 
full of accounts of labor disputes, but they relate largely to productive 
workers. Howard M. Dirks, the author of the second article, highlights 

rinciples which as a matter of common sense should guide management in 
its treatment of office em 

Mr. Dirks graduated from Indiana University in 1929. Since 1938 he has 
been Director of Industrial Relations for Perfect Circle Company, 
widely known for its progressive policies. Previous to that time he was 
connected with the personnel departments of Noblitt-Sparks Industries, Inc., 
and Marmon Motor Car Company. He is the author of a number of articles 
on industrial relations. 

In the final article of this issue, Edward Stevens takes us behind the 
scenes and presents a picture of some of the many difficult problems. arising 
from the granting <f retroactive pay adjustments. Mr. Stevens is a 
ate of Phillips Exeter Academy and of Cornell University. He has been 
Treasurer of the American Electrical Company of Boston, later conducting 
his own business as a fire equipment jobber. For some time he was con- 
nected with Ernst & Ernst in the public accounting field. He has had 
broad a in payroll and cost work during the war, both in the United 
States Navy Department and in his present capacity as Chief Auditor of 
the Propeller Division of Remington Rand, Inc. 





Articles published in the Bulletin present many different viewpoints. In 
publishing them the Association is not sponsoring the view but 
is endeavoring to provide for its members material which will be helpful 
and stimulating. Constructive comments are welcomed and will be published 
in the Forum ion of the Bulletin. 
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RECENT DEVELOPMENTS. IN ACCOUNTING 
FOR INCOME TAX PROVISIONS 


By W. J. Crawford, Chief Accountant, 
Humble Oil & Refining Company, 
Houston, Texas. 


Sea paper deals with the procedures for accounting for income 

tax provisions that have been recommended by the Committee on 
Accounting Procedure of the American Institute of Accountants, 
The Committee’s recommendation was presented and discussed 
in Accounting Research Bulletin No, 23 released in December, 
1944. Within recent months the accounting principles recom- 
mended therein have been the object of much criticism as well as 
commendation. 


Status of Research Bulletins 


Before beginning the discussion of the accounting principles 
involved in the problem, I would like to explain the status and 
authority of the Accounting Research Bulletins. As the need arises 
the Committee on Accounting Procedure of the American Institute 
of Accountants, assisted by the Research Department of the In- 
stitute, studies various accounting problems and renders reports 
in the form of research bulletins. These bulletins represent the 
opinion of at least two-thirds of the members of the Committee 
which is composed of twenty-one of the most distinguished mem- 
bers of the American Institute of Accountants. Each Bulletin 
bears the following footnote: 


Except in cases which formal adoption by the Institute 
membership has been asked and secured, the authority of the 
bulletins rests upon the general acceptability of opinions so 
reached. 


It is recognized by the Institute that any general rules may be sub- 
ject to exception ; it is felt, however, that the burden of justifying 
departure from procedures accepted by the Committee must be 
assumed by those who adopt other treatment. 

Bulletin No. 23 has not been formally adopted by the Institute 
membership, but those accountants who reject the principles ad- 
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vocated in Bulletin No. 23 must bear the burden of justifying their 
procedure. We should realize that these principles are still in the 
process of becoming generally accepted. For this reason and be- 
cause accountants should assume a certain degree of individual 
responsibility for the accounting principles our profession adopts, 
it seems desirable to study Bulletin No. 23 now, to form opinions 
about it, and to contribute in any way we can to establish firmly 
sound accounting principles. I am afraid that industrial account- 
ants are often guilty of shirking their responsibility for the de- 
velopment and maintenance of sound accounting principles and 
leaving the job to the public accountants. If that is the case we 
probably should do something about it, and I think the N. A.C. A. 
provides a fine opportunity for industrial accountants and public 
accountants to work together on these problems. 

The Basic Principle 

Since 1913 when the first income tax law was passed, it has been 
a universal accounting practice except in public utilities to make 
provision in the income account for the annual income tax on the 
basis of the income tax returns. This practice has been followed 
in spite of material differences between taxable income and book 
income before taxes. 

Until recent years the income tax rates were relatively low and 
the differences between book income and taxable income caused 
no distortion of net income. But during the past few years income 
tax rates on corporations have been high, and differences between 
book income and tax income have resulted in tax provisions en- 
tirely out of line with profits reported in the income account. 
Bulletin No. 23 was designed to establish a direct relationship 
between tax provisions and book income. 

The basic concept on which Bulletin No. 23 rests is stated by 
the Committee as follows: 

Income taxes are an expense which should be allocated, when 
necessary and practicable, to income and other accounts, as 
other expenses are allocated. 


The statement that income taxes are an expense probably will be 
considered correct and satisfactory by most accountants, but some 
may think of income taxes as distributions of profits to the Gov- 
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ernment. The concept of income taxes as profit distributions has 
some logic in view of the fact that, unlike other expenses, income 
taxes are incurred only if there is a taxable profit. Logical as 
this reasoning may be, however, most of us take a more practical 
view of the problem and treat taxes as expenses. Certainly, it 
would be considered bad practice to charge all taxes direct to 
surplus ! 

The problem of allocation of income taxes to income and other 
accounts brings us into the technical problems on which Research 
Bulletin No. 23 is based. If we can establish as sound the prin- 
ciple that income taxes are subject to allocation, the nine remaining 
conclusions outlined in Research Bulletin No. 23 are provided a 
sound basis and emerge from the discussion naturally and logically. 


Illustration 


Rather than barge into a complex and, possibly, confusing dis- 
cussion of the theoretical aspects of allocating income taxes, I 
believe we can get a better understanding of the problem by looking 
at an illustration of the results secured if traditional methods of 
accounting for income taxes are followed. Exhibit 1 shows the 
income account data for The Example Company and has been 
prepared to show the result of charging annually to the income 
account the amount of income taxes deemed payable for the. re- 
spective years. It will be noticed that in 1945 The Example Com- 
pany refunded a bond issue. The bond premiums and expenses 
incurred in connection with the retirement of the old bonds 
amounted to $2,000,000 which amount the company decided to 
set up on the books as a deferred charge to be amortized over the 
10-year period of the new bonds. However, for income tax pur- 
poses the $2,000,000 bond premium and expense was deducted in 
full for the year 1945. As a result no income tax was payable for 
the year 1945 although net profits amounted to $2,000,000, In 
1946, amortization at 10 per cent will be charged to income on the 
books but will be disallowed for tax purposes. The effect will be 
to report on the 1946 income statement provisions for incortie taxes 
in excess of 38 per cent (the statutory tax rate) of net income 
before taxes. Net income shown for 1945 is 20 per cent of gross 
revenue compared to less than ro per cent in 1946. Such a result 
seems unrealistic in view of the facts that the 1946 tax rate is 
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lower and the operating ratio is virtually the same as in 1945. 
There is something obviously wrong with our accounting if net 
profits can drop from 20 per cent to 9.9 per cent of gross revenue 
with no appreciable change in tax rates or operating ration. We 
might be able to take some comfort from the time—worn account- 
ing virtue of conservatism if the results were conservative. But 
the results are not usually conservative. In the case of The Ex- 
ample Company profits reported for the first year have been 
artificially increased, and profits for later years will be artificially 
decreased. 


THE EXAMPLE COMPANY 


Income Account Data for the 2 years 








1945-1946 
1945 1946 Total 
Groen BO 5s EE cece cde. cde $10,000,000 $8,000,000 $18,000,000 
Costs and expenses: 
Operating expenses (80% of gross 
posenat + cWGp ebb an eedheussntniced $ 8,000,000 $6,400,000 $14,400,000 
Amortization of bond premium and 
GEES os0ndsccbeccnaueobsousee 200,000 200,000 
UL: ab tadonédubsde Cascdvccagsnets $8 000,000 $6,600,000 $14,600,000 





Net profit before income taxes.... $ 2,000,000 $1,400,000 $ 3,400,000 
Income taxes (see computation below) We 608,000 608,000 


Wet AROOMEE .. ccc ccccciaccccdcccade $ 2,000,000 $ 792,000 $ 2,792,000 








Computation of income taxes: 

Net profit before income taxes...... $ 2,000,000 $1,400,000 $ 3,400,000 
Costs incurred in 1945 in connection 

with refunding bond issue deduct- 

ible for taxes but deferred on 

BAD Mando suns cee comeu one on bale (2,000,000) (2,000,000) 
Amortization of bond premium and 

expense allowed as tax deduction 








Sagan, Pyoclpegaizarpsaegs 200,000 200,000 

Taxable siet income ../.......2: $ -0- $1,600,000 $ 1,600,000 
Income taxes computed at 40% in 

1945 and 38% in 1946............ $ -0-  $ 608000 $ 608,000 
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It is gratifying that our accounting principles are not frozen 



































pos and that accountants are not without sufficient vision and imagina- 
nue tion to recognize the inadequacies of our established practices such 
We as those reflected in the figures of The Example Company. Bulletin 
unt- No. 23 is a fine example of the adaptability of accounting and ac- 
But countants to meet whatever needs that arise. 
mr Specific Provision of Bulletin No. 23 
ially Bulletin No. 23 provides that: 
Where an item resulting in a material reduction in income 
taxes is charged to surplus, the amount of the reduction should 
be applied against the charge to surplus and included in the in- 
come statement, specifically disclosed and appropriately described, 
either as an increase in the provision for income tax... . or 
as a portion of the item in question equal to the tax reduction 
a resulting therefrom. 
0,000 
—— Bulletin No. 23 provides further that: 
Where an item resulting in a material reduction in income 
0,000 taxes is charged to or carried forward in a deferred charge ac- 
0,000 : count, or charged to a reserve account, it is desirable to include 
700 a charge in the income statement of an amount equal to the tax 
toe reduction ..... 
0,000 ‘ 
6,000 This provision of Bulletin No. 23 gives us a method whereby 
2,000 The Example Company can present to its stockholders a statement 
— of income that will meet a “normal standard of significance.” 
Thus Exhibit 2 shows the condensed income accounts of The Ex- 
0.000 ample Company for the years 1945 and 1946 prepared on the basis 
; of the principles outlined in Bulletin No. 23. 
The result of the application of principles advocated by Bulletin 
,000) No. 23 is to present statements of income that are more indicative 
of The Example Company’s earning power. Net profits shown for 
0,000 the two years are I2 per cent and 11 per cent of gross income for 
0,000 the respective years. These results are much more realistic than 
ill those reflected by the income account data presented in Exhibit 1 
38,000 because, if the operating expenses bear the same ratio to gross 
——= income and if the income tax rates vary no more than 2 percentage 
points, we have reason to expect that the rate of net profit to gross 
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THE EXAMPLE COMPANY 


I. Income Account prepared in accordance with Bulletin No. 23 
IL. “yh prepared in accordance with SEC Accounting Release 
No. 

















1945 1946 Total 
Ee Gee IE oi. cdcscccodnnnshanse $10,000,000 $8,000,000 $18,000,000 
Costs and expenses: 
Operating expenses .......... s+» $ 8,000,000 $6,400,000 $14,400,000 
Amortization of bond premium ° 
ANd EXPENSE ......ccccvccccece 200,000 200,000 
MIEN. Rad bccsacsececdavchnde + $ 8,000,000 $6,600,000 $14,600,000 
Profit before income taxes.... $ 2,000,000 $1,400,000 $ 3,400,000 
Income taxes ......+...-.s.seeeeee 800,000 528,000* 1,328,000 
(It is estimated that no tax is actu- 
ally payable for 1945 because 
premium and expense of 
$2,000,000 is allowable as a tax 
deduction currently in 1945, re- 
sulting in a reduction of $800,- 
000 in taxes. The bond 
expense has been de nace yee on 
the books and the related tax re- 
duction has been credited to a 
special reserve.) 
TE cidcagadoosccstee $ 1,200,000 $ 872,000 $ 2,072,000 
Pek ON CRIN 5 sun.c nde ccceckseense $10,000,000 $8,000,000 $18,000,000 
Costs and expenses: 
Operating expenses ............ $ 8,000,000 $6,400,000 $14,400,000 


epecenddadedesnves 120,000** 120,000 


Special’ charge for that portion of 

remium and expense 

which is equivalent to resulting 

reduction in Federal income 
SEE, skeen pimepoatoneectinn 800,000 800,000 


SD. ‘cet-onkavitecs kkeda weed $ 8,800,000 $6,520,000 $15,320,000 
Profit bef i ee 1 000 $1,480,000 $ 2,680,000 
t before income taxes.. $ 20, $ pore $ rons 











Net income ...........000+ - $1,200,000 $ 872,000 $ 2,072,000 





* 38% of $1,400,000 = $608,000. 
$608,000 — 10% of $800,000 = $528,000. 
** 10% of ($2,000,000 — $800,000) = $120,000. 
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income should be relatively stable. In my 9pinion, common sense 
should reject the results obtained by the application of traditional 
accounting methods as shown in Exhibit 1. 

The effect of the Bulletin No. 23 procedures is to allocate income 
tax expenses to the years in which the profits were recognized on 
the books. Such allocation is not necessary or desirable unless 
material items entering into the computation of taxable income 
are not reflected in the income statements. 

Where an item resulting in a material reduction in income taxes 
is charged to surplus, Bulletin No. 23 would require that the 
amount of the tax reduction be applied against the charge to sur- 
plus and included as a charge in the income statement, preferably, 
as an increase in the tax provision. For example, if a corporation 
suffers a substantial loss on an investment which is deductible 
for tax purposes and chooses to charge the loss to surplus rather 
than current income, the income tax provision shown on the profit 
and loss statement should be the tax that would have been payable 
had no such loss occurred. The charge to surplus should be the 
gross amount of the loss less the income tax reduction resulting 
therefrom. The Institute’s Committee is saying that if an item is 
charged to surplus, the amount so charged should be the net 
amount after deducting the income tax saving. 

Contra treatment is provided in event an item credited to sur- 
plus results in a material increase in income taxes. In such in- 
stances, the increase in taxes attributable to the item credited to 
surplus should be applied as a reduction of the credit to surplus 
and as a reduction of the income tax provision in the profit and 
loss statement. For example, if’a profit on the sale of fixed assets, 
resulting in a material increase in income taxes, were credited to 
the surplus account, the tax provision in the profit and loss state- 
ment should be the amount of tax that would have been payable 
had the sale not been made. The credit to surplus should be reduced 
by the amount of the increase in taxes attributable to the profit on 
the sale. 

It might be pointed out that if items affecting taxable income 
are excluded from surplus and reported as charges or credits to 
current income, these rather complex tax allocations advocated 
by Bulletin No. 23 can be avoided. Possibly the complexity of the 
application of Bulletin No. 23 principles will discourage numerous 
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direct charges and credits to surplus accounts. It would probably 
be well to discourage many of the direct surplus charges and 
credits and to apply them against current income. Certainly, the 
modern trend is in that direction. 

Many of the companies represented here tonight own plants 
that were constructed under Certificates of Necessity. These 
certificates gave those companies the right to use a very high 
amortization rate for tax purposes, but many of the companies 
recorded only normal provisions on the books. Where the re- 
sulting reduction in cu~rent income tax is material, Bulletin No. 23 
recommends that a charge be made to the income account for 
additional amortization or as a special item. The amount of the 
charge should be the difference between the actual tax payable and 
the amount of tax that would have been payable if taxable income 
had been computed in the same way as book income. The offsetting 
credit should be made to an appropriate reserve account. 


Impracticability 

The Bulletin provides that if it is impracticable to apply the 
principle of allocation of income taxes, the pertinent facts should 
be clearly disclosed, presumably by footnotes to the financial state- 
ments. In my opinion, this provision to resort to footnotes if it is 
“impracticable” to allocate income taxes does nothing to strength- 
en the Bulletin because, if the item involved is material and if we 
are convinced that failure to allocate income taxes will distort the 
financial statements, the allocation should be made whether “prac- 
ticable” or not. An accountant with courage and conviction can 
overcome the problem of “impracticability.” 


SEC Accounting Release No. 53 


It is important that we consider the attitude of the Securities 
and Exchange Commission on changes in accounting principles 
because it is necessary for the SEC to pass on the form and 
content of the financial statements of most of the large. corpora- 
tions. The attitude of the SEC is indicated by Accounting Release 
No. 53. This release entitled “In the Matter of Charges in Lieu 
of Taxes” was issued to the public on November 16, 1945. This 
release is very long (34 pages) and criticizes severely the Institute's 
Bulletin No. 23. When I first read it, my impression was that the 
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SEC could see nothing good in the accounting treatment recom- 
mended by the Institute. The Institute’s concept of income taxes 
as an expense was questioned, and the idea of allocating income 
taxes was roundly ridiculed by the Commission. The Commission 
argues that income taxes cannot be allocated as other expenses 
are allocated; that the allocations recommended in Bulletin No. 23 
are not similar to accepted methods of allocating other expenses. 

The Commission argues, further, that to allocate income taxes 
is to “normalize” or “equalize” earnings. “Equalization” of earn- 
ings, the practice of adopting arbitrary accounting policies for the 
sole purpose of presenting a record of stable earnings, has long 
been condemned by all accountants. The Commission states that 
income statements should be historical records of whatever finan- 
cial events actually took place and that they should not be adjusted 
to eliminate the effect of unusual circumstances which actually 
occurred. x 

I agree with the Institute Committee that allocation of income 
taxes does not constitute “equalization of earnings” because such 
allocations are not arbitrary, are not made for the sole purpose of 
stabilizing earnings, but are made so that actual events can be 
presented more clearly. Allocation of income taxes is often neces- 
sary to avoid overstatement of profits and to avoid misleading the 
reader of the income account. 

Many other arguments of a more petty nature are presented 
by the SEC in opposition to the idea of allocating income taxes. 
However, after many pages of complex discussion .of specific 
problems involved in a particular profit and loss statement of 
Virginia Electric and Power Company, the SEC approved a profit 
and loss statement that was basically in accord with the principles 
outlined by Bulletin No. 23. There is only real difference in the 
treatment preferred by the Institute and that preferred by the 
SEC: Under the Institute plan, the special charge to the income 
account should be classified as “Income taxes” or “Charges in lieu 
of taxes.” The SEC refuses to accept such classification and re- 
quires that the item be designated “Amortization” or as a “Special 
charge.” This difference in the views of the Institute Committee 
and the SEC is of no real consequence. The results are the same, 
as demonstrated in Exhibit 2. 

Although the SEC has not accepted the idea of charging an item 
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to surplus and offsetting against that item the income tax reduc- 
tion applicable thereto, their ultimate acceptance of this principle 
seems inevitable to me. Certainly, if an item is of such an unusual 
nature as to justify charging it to surplus, the income tax reduction 
identifiable therewith must also be of sufficiently unusual nature to 
justify applying it to the surplus account also. 

The procedures outlined in Bulletin No. 23 are desirable because 
the Internal Revenue Code has been compiled for the purpose of 
securing revenue and, in many respects, sound accounting princi- 
ples have been ignored. The complications in which we now find 
ourselves ensnared would be eliminated if the Internal Revenue 
Code were revised so as to require the determination of income tax 
liability on the basis of net income as determined by the taxpayer’s 
accountants and certified by independent auditors. Of course, it 
probably will never be desirable or even possible to simplify in- 
come taxes to such a degree, but it should be possible to go a long 
way. If such steps are taken, accountants would be asked to 
determine the amount of taxable income on the basis of nothing 
more specific than sound accounting principles, consistently ap- 
plied. However, under such a plan we accountants would have 
to be prepared to accept great responsibilities and to discharge them 
honestly and courageously. 


Conclusion 


My discussion has not covered a number of principles or rules 
recommended by the Committee on Accounting Procedure, nor has 
it covered many of the statements, explanations, and criticisms 
offered by the SEC. If any readers have a problem of application 
of Bulletin No. 23 or Release No. 53, they should study both very 
carefully and consult their public accountants because the problem 
will inevitably be complex, and competent advice may be helpful. 
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TRENDS IN PERSONNEL ADMINISTRATION 
FOR OFFICE EMPLOYEES 


By Howard M. Dirks, 
Director of Industrial Relations, 
The Perfect Circle Company, 
Hagerstown, Ind. 


 nepnier NEL managers and financial managers or accountants 

have many things in common. First of all, we are both in- 
terested in the same over-all objective, producing a good product at 
a profit. Without profit, there can be no continuing business, no 
higher wages, no satisfactory working conditions, no increased 
standard of living. Secondly, we are both concerned with cost 
reduction. Personnel men have been known in some cases to be 
“hand-out” specialists, but that is not the type I am referring to. 
That kind belongs in the same class as cost accountants who pinch 
pennies in one account and let dollars fly out the window in an- 
other. Modern personnel officers are cost-conscious and are con- 
stantly alert to the importance of bringing about necessary 
efficiencies. Unit cost reduction, as we all know, is the only way to 
increase real wages for employees over the years. 

We are alike also in that we both function as staff officers. We 
provide a specialized service for the line executives. We have the 
responsibility for looking in on direct operations from the side- 
lines, so to speak, and seeing that the organization is going along 
smoothly and effectively. It is our duty to suggest improvements 
from our respective vantage points and to ferret out potential 
trouble spots so they can be eliminated before they arise. 


Supervisors as Personnel Managers 


But there is an even more important characteristic that many 
accountants and personnel men have in common. Most of you 
have people working for you, either a small or large clerical staff, 
depending on your specific assignment and the size of the organiza- 
tion with which you are affiliated. Actually, every person who 
supervises one or more individuals is a personnel manager in his 
own right. The term means “manager of persons.” And so prac- 


765 




















N. A.C. A. Bulletin May 1, 1946 








tically everyone in charge of a group is really a personnel manager. 

I would like to make it even stronger than that. We and the 
other supervisors of people in our respective organizations are 
really the personnel managers of industry and business. We are 
responsible for satisfactory relations within our own groups. No 
so-called personnel manager can manage our employees for us; 
nor can he short-circuit the natural relationship between us and 
our subordinates without limiting our effectiveness greatly. The 
professional personnel manager’s proper function is to serve us 
as a specialist in human relations. His real mission is to promote 
the best interests of employer and employee alike. In so doing, he 
is enhancing the relationship which exists between us and our 
workers. 

Supervising people is properly conceded to be the most important 
phase of general management. We get results through intelligent 
direction much more than by our individual efforts. Successful 
supervision is the key to organization success, A company is only 
as strong as the managers who make up its supervisory structure. 


Personnel Department's Responsibility 


Before developing our general subject further, it may be well 
to analyze briefly just what the professional personnel manager’s 
job is in industry or business. If we are the real personnel man- 
agers, why have a special staff man with such a title? Primarily, 
the responsibility of the staff personnel executive is to assist in 
establishing the over-all policies affecting human relations within 
the company and to help the line organization to carry them out 
uniformly and effectively. Such policies must be directed toward 
getting out a preduct economically and at the same time giving 
all. who participate, employees and management alike, a genuine 
personal satisfaction and sense of achievement from their efforts. 
More specifically, the personnel department works toward that 
objective through certain well-established techniques, such as hiring 
people who fit into the group picture; helping to train them for 
their specific assignments as well as coach them in organization 
fundamentals and good team work ; seeing that satisfactory work- 
ing conditions are provided and maintained; making certain that 
people are paid properly and adequately; assisting in adjustment 
of complaints and problems which are bound to arise; and pro- 
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viding general information about the organization, its progress, 






































and plans. There are numerous other related duties performed 
yi by personnel departments, all designed to assist you and your 
No fellow supervisors in obtaining better results through intelligent 
on management of people. 
ae It has always been particularly interesting to me to note how 
The favorably workers react to good management. They do not respect 
5 a poor managers, whether they be proverbial tyrants or the soft type 
wi 4 who let them get by with anything. They want supervisors who 
he know their business and plan their work well. They respond best 
oar to the type of management which hands out clear-cut assignments 

and expects the work to be done right. They also want to be 
ent treated as human beings with all that term implies. There seldom is 
= a morale problem in a department supervised in that manner. 
ful Good management and high esprit de corps are inseparable. 
04 Personnel Management in the Office 

In many industrial organizations today we are prone to think 

of the personnel department as a service set up primarily for the 
vell factory organization. Unfortunately, it is true that in a large 
er’s number of companies practically all the time of the personnel 
an- officer has been taken up with shop problems in recent years. The 
ily, squeaky wheel has gotten the grease, and too often the clerical 
oun personnel has been neglected. White collar workers have been 
hin referred to advisedly as the forgotten people in industry. 
ie That situation is a serious indictment in any organization where it 
ing exists. Every employee has as much claim for attention as any other, 
ine whether he works at a desk or at a machine. The same hopes, 
rts. fears, frustrations, problems, and motivating influences are present 
hat in all types of individuals. These factors must be understood, and 
ing problems arising from them must be reckoned with seriously be- 
for fore they cause trouble. Entirely too much time has. been taken in 
‘ion putting out fires instead of constructively preventing the causes 
rk- of conflagration. Problems in human relations are subject to 
hat analysis and solution the same as financial problems. Personnel 
we relations are not as simple, or rather, I should say, as well defined, 
ir 






because all humans are different, but there are general rules that 
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apply. The complications serve only to intensify the need for in- 
telligent handling and planning. 

When we realize that personnel officers have had their time 
occupied principally with shop problems, we are at once pointing 
out the added importance of the personnel responsibilities of office 
supervisors. At the same time we must commend them for the 
degree of success they have attained up to now in that phase of 
their jobs. 


Comparisons Between Factory and Office Practices 


It may be worth while to examine briefly what have been some 
of the results of the unequal attention given to clerical employees 
in recent years as compared to factory workers. One of the possi- 
ble reasons for this condition, of course, may be the fact that shop 
people, in the bigger companies at least, are largely organized into 
unions while office employees are not. In order to localize the 
situation and to make this discussion as pertinent as possible, I 
enlisted the assistance of 43 personnel men in Indianapolis in a 
survey of personnel practices relating to office employees. The 
information collected points out clearly the problem with which 
personnel managers must be primarily concerned during the next 
few months and years. 

The survey dealt generally with the two basic types of motives 
which influence people to put forth their best efforts: financial 
and nonfinancial. The argument as to which is the stronger prob- 
ably will go on indefinitely, but my own conviction is that the non- 
financial factors have a potent effect on the amount of work 
accomplished. 

Financial considerations include all direct and indirect payments 
for services. Wages, of course, are the important factor, but 
there are other so-called “fringe” items such as paid vacations, 
paid sick leave, group insurance, and other similar programs. The 
nonfinancial motives are made up of such factors as job security, 
opportunity for promotion, etc. 


Wages 

Obviously, wages are important in personnel management. It is 
necessary to pay people properly for the type of work they are 
doing and in correct relation to each other. The latter is particularly 
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essential in order to avoid friction and dissatisfaction. There are 













































‘ie 
really three fundamental questions to ask ourselves on this subject : 
ime 1. Is our general wage level for clerical employees reasonably in 
ting line with wages paid for similar work in the community? 
ffice 2. Are the rates paid for the various positions in proper rela- 
the tionship to each other ; in other words, is each job paid what 
: of it is worth as compared with every other job? 
3. Do the individuals who do the best and most work on each 
job get the most pay? 
me An examination of the practices of many companies in this area 
res shows that a lot of them must answer “No” to some or all of the 
ssi- above questions. One very significant fact pointed out by the 
hop survey is that generally clerical jobs are paid less than factory 
nto jobs of comparable importance and responsibility. That is not a 
the healthy state of affairs. It shows that a lot of work must be done 
2, I in the field of wage administration. Office workers are entitled to 
na their proportionate share of the amount of total income of each 
The company which is distributed in wages. It is up to us as personnel 
ich managers to see that they get it. Our managements expect us to 
ext ' correct or at least call attention to any inequities. Obviously, all 
companies cannot pay the same rates. The ability of the individual 
ves employer is controlling in such a determination, but we can make 
cial a fair division of the total amount available for wages within each 
ob- organization. 
on- Less than a fourth of the companies surveyed have any type of 
ork formal evaluation plan for rating office jobs. Such a program is 
very desirable to furnish a. factual basis on which to establish pay 
nts differentials. Employees are entitled to know why their earnings 
but compare as they do with rates for other jobs, both in the office 
ons, and in the factory. A sound job evaluation program provides the 
The means for such determination and explanation. 
ity, One other factor in the recent survey is significant. About a 
third of the companies do not grant general wage increases in the 
office when such consideration is given in the factory. I wonder 
if this fact isn’t cause for concern, both in the possibility of 
t is creating greater inequities, as well as in encouraging office em- 
are ployees to think seriously about how to get the best results. 
arly On the other side of the picture it is interesting to note that 
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two-thirds of the companies in this area pay clerical workers on a 
salary, rather than hourly, basis. Factory workers are paid almost 
universally by the hour. This fact is a decided advantage for the 
office group, since it gives them a greater sense of security and 
prevents fluctuations in earnings. 

Also, in many companies office employees have a definite advan- 
tage over factory workers in such matters as vacations, sick leave, 
and paid rest periods. These facts may compensate partly for the 
wage differentials. There is, however, no significant difference 
between the two groups with respect to insurance benefits, pension 
programs, and overtime policies. 


Nonfinancial Considerations 
Leaving the subject of wages and other financial considerations, 
I should like to discuss some of the other important factors which 
promote job satisfaction and maximum efficiency. According to 
students of the subject, there are six important nonfinancial in- 
centives which motivate employees. They are: 
1. A feeling of job security. 
2. A knowledge that they have a place of importance in the 
organization. 
3. A conviction that the company and the boss care about their 
progress. 
4. A desire for approval and appreciation of good work. 
5. A feeling of maintaining self-respect. 
6. A knowledge that the employer understands and considers 
their personal problems. . 


At first glance, those factors may seem abstract. On the con- 
trary, they have been developed from psychological research and 
are very real. Suppose we interpret them in terms of our current 
personnel practices and see if an examination of them will point 
to some possible solutions to existing problems. 

Job Security 

The importance of job security.in the thinking of employees 
has manifested itself in many ways in recent years. Insistence on 
air-tight seniority rules in labor contracts is one evidence. The 
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abe demand for a guaranteed wage is another. Growth of pension pro- 
ost grams is still a third, and there are others. © 
the Actually, there is probably more security in clerical jobs than 
and in most other types of work, certainly more than in factory em- 
ployment. The fact that over two-thirds of the companies in this 
an- community pay salaries instead of hourly rates to office people is 
ve, one proof of that statement. The more liberal sick leave policies 
the attest further to that assertion. On the other hand, there is a 
nce notable lack of recognition of the seniority principle in layoff and 
ion rehire policies for clerical workers, while most factory employees 


operate under more or less rigid seniority programs. 

It is certainly not my intent to suggest that strict seniority is 
desirable as a basis for holding any person’s job, factory or office. 
ms, I think such a plan is totally unsatisfactory, but I do feel that 
ich length of service must be given adequate recognition. Certainly 
to where qualifications for a given job are reasonably equal between 
in- two employees, one of whom must be dismissed, seniority should 
be used as an important factor in deciding which one should be 
retained. I frankly believe that the strict seniority rules which 
the have been imposed on industry in its factory departments in recent 
years are partially the result of poor judgment or outright favorit- 
ism in making decisions in the past. It is my honest conviction that 
most employees believe that jobs should be retained on the basis 
of ability, as well as length of service, but so far they just haven’t 
seen fit to trust anyone to make the correct decision regarding 
qualifications. 

Seniority as the exclusive basis for job security simply won't 
work in most clerical jobs. We must be on guard against such a 
plan, but the only safe protection is to act impartially and on the 
basis of definite criteria in making decisions which affect people’s 
job tenure. About half of the companies surveyed in this area 
int have regular merit rating plans in operation as a means of keep- 
ing a record of employee performance, thus eliminating some of the 
guesswork regarding worker competence. Such a program cer- 
tainly has its place in present-day personnel management, both for 
this and other important purposes, 

Job security will receive increasing attention in the years to 
come. It wili pay us to recognize always the fact that it has a 
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very important bearing on the thinking of our workers. We should 
be doing everything reasonable to meet this problem. 


Feeling of Importance 

There are many ways of showing workers that they are im- 
portant in the company, and it invariably pays to use most of them. 
The idea that employee’s value to the business must be minimized 
lest he always be expecting a raise is as out-of-date as single entry 
bookkeeping. Recognizing an individual’s importance starts right 
with his initial employment interview. Most companies these days 
have fairly decent hiring procedures. They see that applicants for 
work are treated courteously, whether they employ them or not. Such 
a practice is just good business, because with many of us applicants 
are prospective customers, and the reception they get at our employ- 
ment offices often has a bearing on their feeling toward our product. 
We spend a lot of money on public relations these days, and we 
can’t afford to overlook this important phase of the program. 

Many companies developed elaborate procedures for treating 
applicants particularly well during the war when people were hard . 
to get. Some have gone overboard in their efforts to attract work- 
ers. Excesses are not desirable, under normal conditions, but it is 
to be hoped that we will always provide a dignified reception to all 
persons who think well enough of us to offer their services. We 
should never confront them with a “No Help Wanted” sign when 
they come to us for jobs. 

A second consideration is the method we use in selecting people. 
Applicants are usually impressed with the care taken to determine 
their qualifications, and it is much more of an honor to be chosen 
after careful investigation. Obviously, it is just good business 
for a company to employ the best possible applicants available for 
any vacancies to be filled. Various types of tests have been de- 
veloped to help determine qualifications, but actually less than one- 
fourth of the companies in this city take advantage of them. 
There are measures to determine mental ability, temperament, 
interests, and specific skills. They don’t always give an accurate 
picture of the abilities and potentialities of prospective employees, 
but our own experience shows a high degree of correlation. A 
very large percentage of error in selecting people can be elimi- 
nated through the use of tests, and in my opinion they should 
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be developed much more widely as one of the tools to use in 
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selecting employees. 

The third step in giving recognition to the individual is in 

introducing him to the organization properly after he has been 
im- employed. We should tell him about our organization and what we 
™. do, explain thoroughly what his job is and how it fits into the 
zed scheme of things, and see that he is properly introduced to all the 
try people with whom he will come in contact. That includes some of 
ght the “brass hats,” too, if it is at all possible to arrange. There is 
ays nothing which makes a new person seem less important than to 
for bring him in, assign him to a desk and chair, and just let him go to 
ich work. He can stand plenty of attention until he becomes thoroughly 
nts acclimated. That means careful training and follow-up, so that he 
oy- knows definitely what he is supposed to do and that he is doing 
ict. it properly. We have learned a great deal about the value of 
we proper training during the war, and we should never revert to 

our former haphazard and costly practices. 
ng The programs many concerns have developed for telling people 
rd, periodically about the company’s progress and plans are very con- 
‘k- structive. A variety of ways are used, such as, publishing bulletins 
is and magazines, holding meetings, or giving out information over 
all a public address system. Holding departmental meetings occasion- 
Ve ally and asking people for their ideas and suggestions are potent 
en factors, all beamed toward giving workers a feeling of importance 

and of belonging. 
+ Concern About Progress 
en All employees like to. know that the boss is aware of their 
SS presence, and too often they have no way of finding out whether he 
or does of not, unless they make a mistake and he calls them on the 
le- carpet for it. One large and very successful company that I know 
e- of requires each plant superintendent to interview every employee 
n. at least once a year. That doesn’t seem very often, but there’s a 
at, reason for such a rule. The company knows that unless it is a 
te scheduled requirement, it won’t be done. 
S, Many firms recognize birthdays, service anniversaries, lend 
A ; assistance when trouble occurs, and in many other ways demon- 
‘i- strate interest. Are all of these things sticky sentiment? I don’t 
Id think so. They can be carried too far, but in moderation they are 
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good business. They are just as effective as extending such cour- 
tesies to customers. Why shouldn’t our employees be accorded the 
same treatment as those who buy our products? 


Appreciation of Good Work 


The desire to have good work recognized is another potent 
force which motivates workers. Too often we are prone to criti- 
cize inferior work without giving proper recognition to employees 
for outstanding performance. We assume they know they are 
getting along all right if we don’t kick about their work. A com- 
pliment now and then is one of the best tools we have to stimulate 
maximum effort. I don’t mean cheap, mechanical flattery, either. 
I am referring to sincere acknowledgment of good work when it 
is due. 

When was the last time you took the trouble to tell one of 
your subordinates what a swell job he or she was doing? Maybe I 
can put the question a little more effectively by saying, “When was 
the last time your boss went out of his way to pay you a com- 
pliment?” In both cases, the answer probably is “a long time ago” 
or “I can’t remember.” Recognition of good work costs ‘so little 
and pays such big dividends we just can’t ignore the investment. 

Another important way to recognize good performance is 
through promotions when opportunities are presented. Advance- 
ment of deserving employees always has a wholesome effect on 
the organization. Nothing irritates people more than to see indi- 
viduals get the good jobs through “pull” or favoritism. Also, they 
resent seeing someone brought in from the outside to fill a better 
job which they feel qualified for and entitled to. Most companies 
follow a policy of promoting “from within” and on the basis of 
merit, but I have a suspicion that our procedures to insure fair 
decisions are subject to some review. Let’s find out for sure that 
we are actually following our expressed policy. 

Some organizations make sure that all persons interested in a 
vacancy are invited to apply. They do so by posting notice of all 
openings up to a given level on the bulletin boards. That system 
has some disadvantages, to be sure, but it does give everyone a 
chance to be considered. Strangely enough, only one company in 
this locality, according to the recent survey, has any such plan in 
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operation for office employees. A few use it for filling factory 
vacancies. 

The periodic progress reports or merit ratings mentioned pre- 
viously provide a means for recognizing employees’ good points 
as well as their weak ones. Apparently about half of the companies 
in this area keep such records. They furnish a sound basis for 
reviewing individual performance over a given period of time, and 
particularly for complimenting deserving workers on their good 
qualities, These records should never be used solely for criticizing. 


Self-Respect 

It should hardly be necessary to say much on the subject of 
maintaining self-respect. All that has been said before is pertinent 
to this point. People are entitled to be treated as individuals. They 
don’t want to be belittled or just dealt with as one of the numbers 
on the payroll. Probably one of the most common errors we com- 
mit in this connection is criticizing employees in the presence of 
associates. ‘The hurt that such a practice inflicts can hardly ever be 
healed. Constructive criticism is essential, but only in private 
conference. 

Clerical workers are generally a pretty intelligent group. A 
recent study in our own company showed that they had almost the 
same average I. Q. level as our supervisors. Self-respect is a 
pretty important factor to that type of individual. 


Personal Problems 


In every group of people there are personal problems peculiar 
to each individual, and employees want their employer to recognize 
that they have such worries. They don’t expect him to solve them, 
necessarily, but they hope he is considerate. Progressive employers, 
at the same time, recognize that personal situations affect effi- 
ciency. Frequently one troubled individual in a group can upset 
several people around him. Personnel counseling is provided in 
some companies by specialists and in others by the regular super- 
vision on an informal basis. It is always a healthy sign when an 
employee feels free to go to the boss with his troubles. 

Often problems come up in connection with an employee’s work, 
and what are commonly known as “grievances” arise. Practically 
all companies have well-defined grievance procedures for factory 
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workers, but only a minority provides such plans in the offices. 
Could it be true that office employees are less apt to have com- 
plaints, or is it not quite as necessary to take care of their prob- 
lems? It is only good management to provide an outlet for griev- 
ances of clerical workers and to see that the procedure functions 
properly at all times. 


White Collar Unions 


There is definitely a growing trend in the nation today for 
clerical workers to organize. The A. F. of L., the C. I. O., and the 
United Mine Workers are all making strong bids for their member- 
ship. There are also several independent unions composed of 
office people. In addition, many clerical employees are included in 
bargaining units with factory employees and are represented by 
their organizations. There are probably no accurate estimates of 
the number of white collar workers actually affiliated with unions 
in this country, but the count undoubtedly runs into several 
hundred thousands. 

It is significant that recently the American Management Asso- 
ciation had the President of the United Office and Professional 
Workers’ Union on its annual office management program. A 
whole session of its two-story conference was devoted to the sub- 
ject of problems in unionized offices. We have seen the spectacle 
of plants being shut down by strikes of office unions, such as 
happened at Westinghouse. In Washington recently, an inde- 
pendent office workers’ union picketed the President’s labor-man- 
agement conference because it wasn’t invited to participate. 

I mention these situations to point out that such unions are here, 
undoubtedly to stay, and that unions have become a potent force 
in employee-employer relations affecting clerical workers. Locally 
there has not been much activity in that direction yet, but it is 
likely to come. Three of the 43 companies included in the survey 
have unions representing their office employees at the present 
time. 

It is perfectly natural for le to join for common interests. 
Group relations are much different from individual relationships, 
however, and organizations of clerical workers will put a different 
complexion on our jobs as supervisors of office people. I hope 
that some of the questionafle practices of some unions today, 
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which are not even condoned by many of their own far-sighted 














































Ss. 
n- leaders, will have disappeared by the time we have to deal with 
b- office unions to any great extent. 
v- In thinking about this subject, I cannot help emphasizing that 
1S whatever our opinions of unions may be, there is no reason why 
our clerical workers, even though they are not now organized, 
should not be entitled to the same benefits and consideration they 
would get if they paid someone to bargain for them. That’s just 
or plain, common sense. 
*: Conclusion 
of Actually, there is never very much novel in the basic principles 
in of personnel relations. The only thing new is how we apply them 
ry to current situations. When we are puzzled about how to handle a 
of particular problem with people, it is always safe to decide what to 
1s do by asking ourselves how we would like to be treated if we were 
al in the other person’s place. 
My whole theme, of course, has been that there is gold in the 
D- hills of human relations. There are tried and proved ways of min- 
al ing and refining it. It is our obligation and opportunity, as per- 
A sonnel managers, to do that job well. The results, in cash as well 
b- as in satisfaction, easily justify the effort to our companies, to our 
le employees, and to ourselves. 
AS 
. Make Your Reservations NOW 
The Conference Committee urges all members who plan to 
€, attend the 1946 International Cost Conference at the Waldorf- 
se Astoria Hotel in New York, June 17, 18, and 19 to fill in and 
ly mail their room reservation forms at once if they have not already 
is done so. Early registration is essential if rooms are to be assured 
y for all. 
at At the same time the work of the various committees which are 
planning for your comfort and entertainment at the Conference 
$. will be aided materially if each member who plans to attend the 
S, Conference will report his plans on the postcards provided for the 


purpose. 
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THE CASE AGAINST RETROACTIVE 
PAY ADJUSTMENTS 


By Edward Stevens, Chief Auditor, 
Remington Rand; Inc., Propeller Div., 
Johnson City, N. Y. 


T is, I believe, evident to all of us now that in the process of 

beating our swords into plowshares there are many differences to 
be ironed out between management and labor. These differences 
will be settled primarily through collective bargaining with or 
without the assistance of arbitrators and government agencies. 
The results of such negotiated settlements will, now as in the past, 
be dumped in the laps of our payroll and cost departments. 

During the war there was a tendency to disregard to some extent 
the cost of making such settlements. This cost was small when 
compared to the job we were doing and the necessity of getting it 
done. Most manufacturing was done under government contracts, 
cost-plus-a-fixed-fee or renegotiable, and'even under private con- 
tracts the excess profits tax greatly discounted the value of any 
savings that might be effected. Inasmuch as the Government itself, 
whose money by and large was being spent, approved and even in 
many cases insisted on payroll settlements being made retroactively, 
the manufacturer had little choice but to fall into line. 

Payroll and cost departments were expanded during the war, 
quantitatively at least, beyond the normal requirements of peace- 
time operation. Overtime in these departments was normal and 
expected. It was, under such conditions, not too difficult to carry 
the increased burden that retroactive payments imposed. As far 
as the effect on cost of product was concerned, there were other 
factors as changes in design, material specifications, quantities, etc., 
that caused wide fluctuations in product costs which tended to 
minimize the effect of retroactive pay adjustment on such costs. 


Administrative Cost of Retroactive Wage Settlements 


Now, with the return to regular operation, I believe that this 
whole trend which became prevalent during the war toward making 
payroll agreements and settlements retrocative should be re- 


778 


























May 1, 1946 N. A.C. A. Bulletin 





examined in the light of present and future operating and financial 
conditions. In this connection cost accountants and plant account- 
ants should strongly present their attitude and their experiences to 
both those charged with labor negotiation in their respective com- 
panies and to top management. It would be helpful-in this con- 
nection to summarize the steps involved in meeting previous 
settlements and in preparing a detailed statement of the costs 
involved, actual costs, if possible, estimated costs if the exact 
information is not available. Such a statement should as far as 
possible pick up all the time of everyone who works on such a 
settlement from the negotiators and legal department to the finan- 
cial and personal departments until the last check is cashed and 
the last question answered. 

I do not believe that as a practical matter all retroactive pay- 
ments can be eliminated. I would like to see, however, more re- 
sistance offered to this type of settlement. Where such settlements 
are unavoidable, I would like to see every effort made to make 
them as simple as possible from the point of view of the payroll 
department to keep clerical costs and payroll errors at a minimum 
and to assure prompt payment of the settlements. Much of the 
benefit which is to be derived from employee satisfaction and 
confidence after arriving at a negotiated settlement of differences 
may be lost through the inability of the payroll department to pay 
off promptly once an agreement has been reached. 

The list of impractical payroll situations that has come from 
negotiated retroactive wage agreements is probably almost without 
limit. I will cite for the sake of example a few such situations. 


Illustrations 


In one case a negotiated agreement called for payment of holi- 
days not worked. Previously, in accordance with established policy, 
such holidays had not been paid for. This agreement called for 
payment at average earned rates for the 13 week period preceding 
the holiday. This rate, as interpreted, included incentive premium 
and excluded shift differential and overtime bonus. A similar 
interpretation was made on vacation rates. In this same agreement 
overtime pay for the week was dependent upon reasons for absence 
during the week. Previously, in line with established policy, days 
not worked were not credited whatever the reason for absence, 
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and as a result there was no record which met payroll standards 
of accuracy available for this purpose. These requirements could 
be provided for and met currently although obviously they were 
not recommended by the payroll department. However, the agree- 
ment called for retroactive payments for almost a year. 

In another case, in accordance with instructions from the Wage 
Stabilization Director, a company paid a new second shift bonus 
at five cents an hour. Many months later this company was directed 
by the War Labor Board to pay ten cents an hour retroactive to 
the time it had inaugurated the five-cent rate. 

We can sympathize with the payroll department faced with 
problems like the foregoing. ‘Pity then the poor cost accountants 
in these same plants. There carefully-accumulated costs and com- 
parisons compiled week by week and month by month for manage- 
ment’s guidance as a basis for pricing, for establishing budgets, 
and for determining which products are most profitable. To com- 
plete their historical picture, they must go back in some cases over 
a year or more of work to revise their figures. 


Effect on Personnel Departments 

Finally, the personnel department catches the ball. Every effort 
must be made to locate employees who have left the company’s 
employ, the locality, and in some cases even the country. The tele- 
phones are kept busy while questions are being answered as to why 
employees did or did not receive a check and why someone else’s 
check was more than theirs. Those who do not have telephones drop 
in to talk it over. They do not know the basis of the checks they 
receive any more than I know why they should have receivéd 
any at all. 

Like personal doctor’s bills and emergency operations we can- 
not plan for or budget to take care of this sort of situation. We 
cannot even get insurance to take up any part of the shock. What 
we can do is to work as closely as possible with our labor relations 
departments or individuals who function in that capacity. By inter- 
changing ideas and by a process of gradual education on our part, 
we can cushion the shock of suddenly-arrived at labor settle- 
ments and make even retroactive settlements much more reasonable 
from a payroll and cost viewpoint without detracting in any way 
from the equity of the settlements. . 
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Propuct Pricinc 
Editor, N. A. C. A. Bulletin: 

Mr. Grover’s article in the February 1, 1946, Bulletin is extremely well 
prepared, and his construction of profits upon the basis of (1) a return 
upon invested capital and (2) a return rewarding the stockholders for their 
risk is thought-provoking. When he applies his cost data to the acceptance 
or refusal of offered business, he creates certain questions in my mind. 

In his treatment of Case No. 2, which is described as “Competitive selling 
under the ceiling price,” Mr. Grover tackles the problem of bidding or re- 
fusing to bid when a competitor enters the market with a price of $4,000 
for the same type of product which our hypothetical manufacturer estimates 
will cost $4,887 to produce. Mr. Grover’s conclusion is that “. . . if the 
company is operating the plant at normal, the best interests of the company 
can be served by refusing to bid on this type of business.” 

If the company were being operated at normal, it is logical to assume that 
the amount of expenses and the volume of business being done closely ap- 
proximate the amounts and volumes upon which the estimated cost data were 
constructed. Therefore, the fixed overhead of $1,100 will probably be re- 
captured in the normal volume of business. Although Mr. Grover’s ex- 
ample does not illustrate it, there are probably further elements of fixed 
costs included in packing and shipping overhead, development cost, and gen- 
eral administrative cost. These elements would likewise have been recap- 
tured in the normal volume of business. If a sufficient spread exists between 
full capacity and the normal volume of business to accommodate the offered 
business, then, in my opinion, it is precisely at this point that the offered 
business should most eagerly be sought. Recapture of fixed overhead has 
reduced the costs of the product from $4,887 to at least $3,787, and there- 
fore the company can earn a profit of $537, composed of $162 or normal in- 
terest, $162 for stockholder’s risk, and $213 as an extra marketing profit. 

Mr. Grover also concludes that “If the company is operating at less than 
the established normal hours . . . the new adjusted sales price of $4,000 is 
justified, as the new sales price would return all of the out-of-pocket costs 
and a part of the fixed expenses.” Until normal volume is attained, how- 
ever, the company should be directing its efforts at obtaining business at the 
normal prices. Any deviation could be justified only as a “desperation meas- 
ure” which would result in losses but would succeed in recovering all out- 
of-pocket costs and portion of the fixed costs. It would thus have the 
effect of minimizing a loss and would be acceptable procedure if no business 
at normal was in existence. 

E. C. Britkman, 


Chicago Chapter. 
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Controt or CaprraL EXPENDITURES 


Editor, N. A. C. A. Bulletin: 

I believe a large number of business men do not appreciate the tremen- 
dous implications of the control of capital expenditures, and I am confident 
that the only persons who are qualified to properly advise management with 
respect to this problem and its effect on the future are those who are com- 
pletely familiar with cost accounting. 

Basically, the problem as to control of capital expenditures may be broken 
into two main divisions: first, the problem of whether the expenditure 
should be made and, second, after the expenditure has been made the problem 
of providing through the books of account and subsidiary records the assur- 
ance to management that the property is properly protected. 

As to the first, there has been much written but not enough, and I hope 
there will be considerably more, not too late. The decision reached as a 
result of the thinking around this first step will determine the very exist- 
ence of our enterprise. I do not propose to discuss the mechanical for- 
mula by which the cost accountant may reach the desired answer, but I 
should like to point out a few things which the cost accountant must have 
in the back of his mind not only during his working hours but also during 
those periods of time when he can dream a little and think about what cold 
figures demonstrate. 

Recently, our enterprise returned to the realization that a dollar spent is 
a dollar of stockholder’s money. True, 38 per cent still will be paid by 
this fantastic octopus we call government, but by the mere advent of chang- 
ing the calendar one day from December 31, 1945, to January 1, 1946, the 
investor’s dollar of expenditure has been changed from 15 per cent of his 
own to 62 per cent. This of itself has changed overnight the thinking of 
management, so the first thing the cost accountant must realize is that we 
are now spending our own money and it behooves us to spend wisely. 

Within a very short period of time the production facilities of this coun- 
try will be turning out goods in such volume that selling price will again 
become a very pertinent factor in determining volume, and I personally 
believe the ingenuity of the American engineer and chemist is such that 
value received by the ultimate consumer will be: progressively increased. 
Our type of enterprise recognizes no status quo, and improvement is the 
only phenomenon which justifies our system. The second thing the ccst 
accountant must consider is the desire to improve. This must be uppermost 
in his mind during this leisure time when he must be thinking. However, all 
improvement is not justified. Improvement must be correlated with all the 
other complex conditions which we find in the world today, and it must be 
measured in relation to such conditions. It is in this field of measurement 
that management has to turn to the cost accountant. The cost accountant 
who is not qualified to measure the cost of improvement is not being true to 
his chosen profession. The third requisite is that cost accountants learn 
quickly how to measure this cost of improvement. 

The cost accountant must continually analyze the stockholder’s investment 
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in capital assets, and he must continually compare the details of such in- 
vestment with results obtained by its use. The cost accountant must be cog- 
nizant of improvement in industry which provide a more efficient way of 
accomplishng the same objective, and he must study the cost of an improve- 
ment in relation to the cost of doing business with the present investment. 
Management in the past has had the courage to dispose of unprofitable in- 
vestments when it was convinced that the ultimate surplus account would be 


’ improved even though the present profit and loss account might be unfavor- 


able. It takes courage to dispose of new equipment or relatively new equip- 
ment, and yet progressive management furnished with sound data is doing 
just this thing and those who do not have the vision and foresight to do 
likewise are going out of business. I stated that I did not propose to dis- 
cuss the mechanical formula by which the cost accountant might accumulate 
the data necessary to properly acquaint management of the expected result 
of a course of action. Briefly, these data always include, first, ‘the loss 
which occurs by abandonment, second, the probable length of time the new 
investment will remain profitable, third, the cost of the new investment, and 
fourth, the reduction in cost resulting from the previous three factors. It 
is easy to state them but normally difficult to apply to a particular problem 
because of the interrelation between them and the hesitancy to accept future 
prognostications as basically sound. 

The solution of the basic problem is primarily the responsibility of the 
cost accountant, and the measure of its solution will determine your future 
prosperity. Yours is a tremendous responsibility but with knowledge of 
tried basic principles, courage to apply them, and integrity in their applica- 
tion you must succeed. In addition to the monetary reward that will follow 
to yourself, you will have an inner satisfaction of knowing that you have 
met your obligation to the future. 

C. B. Apptez, 


Newark Chapter. 


INTEREST ON INVESTMENT 
Editor, N. A. C. A. Bulletin: 


Mr. Hanley, in the Bulletin of November, 1945, stresses the importance 
of considering interest on investment when establishing company sales pol- 
icies. Thus he states, “Outside of economics books, in which interest on 
investment is considered to be part of the total sacrifice, little attention is 
now given to this factor by the cost accountant.” He further states, “It is 
safe to say that in most profit\and loss, analyses no effort is made to assign 
investment in plant and inventories to lines of product, yet no consideration 
of net profit is complete unless it is related to the investment required to 
produce it.” 

I should like to supplement Mr. Hanley’s statement of the importance of 
interest on investment as a cost factor with the further importance of ap- 
plying the same principle to individual items within the line. In fact, in 
some instances investment interest costs for a specific line of product can- 
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not be ascertained without application to the several operations which may 
be required to process each item of the line. Where certain specific physical 
manufacturing facilities and manual effort are used exclusively in producing 
a single line of product the measurement of investment in operating facili- 
ties, and of the related interest cost is quite simple. But where the same 
manufacturing facilities are being used to process parts in different lines, 
the interest charges necessarily must be applied to individual operations. To 
many cost accountants we have not given the matter due consideration, this 
probably appears like a “mountainous” job. However, properly approached, 
it is no more difficult than the application of some other cost factors. That 
is particularly the case where there is a well-kept plant ledger. 

The “Operating Cost Analysis” (Exhibit 1) shows a method of arriving 
at and applying interest, or the allowance for the use of capital, to indi- 
vidual operating facilities. Note that the interest charge is translated into 
cost per operating hour, thus permitting its inclusion in the total hourly 
operating cost for the particular facility. By this cost formula interest 
costs may be automatically taken into account when preparing estimates to 
be used as a basis for establishing sales policies, in other words, telling the 
management when to take and when to refuse certain business. The bar 
chart, shown in the exhibit, shows the effect of variances in operating facility 
values on the hourly interest charges. This clearly proves the advisability of 
its measurement by separate operating facilities rather than applying invest- 
ment interest on the business as a whole. 

In arriving at the “Producing Operating Cost” the following additions are 
made : 


Fixed Expenses — Cost per hour................... $2.28 
Var. Expenses — Cost per hour................... 2.38 
Use of Capital — Cost per hour................... 78 
Total Overhead per hour..................00.- $5.44 
Producing 
Operator a AR Oe Pee $1.25 
Helper —Cost per hour................... 1.00 
Total Producing Cost per hour................... $7.69 








Provision is made on the form for establishing an hourly rate for setting up 
the equipment preparatory to processing. Such a rate is arrived at as follows: 


Fixed Expenses —Cost per hour................... $2.28 
Use of Capital —Cost per hour................... 78 
Setup Man —Cost per. hour................... 1.25 
Helper —Cost per hour................... 1.00 

etal Sete Com per MOME. oo 5 occ ck ccc cicccuc ces $5.31 








The 90¢ per hour shown on the bar chart includes the hourly interest charge 
for the heating furnace used in connection with production on the forging 
press. 

Let us analyze further by assuming that a certain job requires two opera- 
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tions. The first operation is performed on the forging press shown on the 
exhibit; the second operation is to machine the forging. Exhibit 2 shows 
the detailed calculations. 








FORGING MACHINING TOTAL 
PRESS HEATING 
Set Up Processing FURNACE 
Hours—Setting Up 5.0 
—Processing 100.0 105.0 50.0 
Ex 
Fixed —Per Hour $ 2.28 $ 2.28 $ 48 $ 65 
—Amount 11.40 228.00 50.40 32.50 $ 322.30 
Variable—Per Hour 2.38 1.24 73 
—Amount 238.00 130.20 36.50 404.70 
Labor 
Operator—Per Hour 1.25 1.25 1.00 1.10 
—Amount 6.25 = 00 105.00 55.00 291.25 
Helper —Per Hour 1.00 1.00 
—Amount 5.00 100.00 105.00 


Use of Capital @ 5% 
Investment Value $31, — $31, wa te $4.681 . —— $41,782.00 


Cost per Hour 
Amount 390 78.00 12.60 7% 102.00 
Total Cost $ 2655 $ 769.00 $ 29820 $ 131.50 $ 1,225.25 
Exuuir 2 
Ausert E. Grover, 
Cleveland Chapter. 


DEPRECIATION ON FULLY AMoRTIZED ASSETS 


Editor, N. A. C. A. Bulletin: 

The article by William Y. Armstrong in the February 1 issue of the 
Bulletin on “Fully Amortized Emergency Facilities” raised many questions 
aud problems. 

I was particularly interested in his comparison of two identical depart- 
ments, one using fully amortized facilities with remaining usefulness, and 
the other using regularly depreciated facilities. The cost of operating these 
two departments would differ by $2,500 a year, on the basis’ of an equal in- 
vestment of $50,000 each with equal life of twenty years. This is true, 
of course, and unless an adjustment in costs were made, the implication 
is that the company would be understating its actual costs of production. 
During the war years when the emergency facilities were being amortized, 
there was, by the same token, an overstatement of costs. To the extent that 
these fully amortized facilities remain useful, there has, therefore, resulted a 
“hidden reserve” which in effect is being amortized as a credit against the 
costs of that department using the emergency facilities, When the emer- 
gency facilities have been expended or replaced, normal depreciation will 
be resumed on the replacement item. A gradual equalization will result 
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over a period of time by simply not attempting to reflect in costs a fictional 
charge. 

It is generally observed that postwar competition will be close. It does 
not seem wise for a company which has placed itself in an advantageous 
competitive position by accumulating many useful emergency facilities, fully 
, or partially amortized, to burden itself with such a fictitious charge and 

possibly “overhead” itself out of a fine competitive advantage. 



































Rusin AGELOFF, 
New York Chapter. 
) 
) 
5 
New Topical Index Issued 
) 
A complete up-to-date topical index to N.A.C.A. publications from 
) date of organization to April 15, 1946, is being supplied all N.A.C.A. 
members as Section II of this issue of the N.A.C.A. Bulletin. This 
) index is your key to the wealth of information on industrial account- 


ing published’ in the N.A.C.A. Bulletins and Year Books during the 
past 27 years, and each member will want to keep it handy as a source 
of ready reference. Unless marked “Out of Print” in the index, 
copies of all Bulletins and Year Books listed there can be obtained 
from National Headquarters. 
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New Amendment to Regulation S-X Relative to War Losses.—The 
Securities and Exchange Commission has recently announced the adoption 
of an amendment to Regulate S-X designed to provide for special dis- 
closure of war costs, losses, and expenses currently being recognized. The 
amendment adds a new sub-paragraph (d) to Caption 16 of Rule 5-03 of 
the Commission’s Regulation S-X which governs the form and content of 
most financial statements required to be filed under the Securities Act of 
1933 or the Securities Exchange Act of 1934. 

Where war items are excluded from the income account and carried 
directly to surplus or reserve accounts, the new rule calis for the net aggre- 
gate amount so excluded to be set forth following the net income for the 
period. The nature, amount, and treatment of excluded items is to be 
shown in an appropriate manner. If the excluded items were deductible for 
tax purposes, a brief explanation of their tax effect should be included. 
In addition, the new sub-paragraph (d) requires appropriate disclosure 
of any substantial amounts of war items included in the income statement. 
If exact amounts cannot be given, the rule permits a company to explain 
the circumstances with an estimate of the amounts involved. Finally, a 
statement is required of the principle followed in classifying particular 
items as attributable to conditions arising out of the war or its termina- 
tion. Following is the text of the new sub-paragraph : 


d. Disclosure of war costs, losses, expenses, and income. 


1. Items excluded from the profit and loss or income statement: If 
any substantial amounts of costs, losses, expenses or income at- 
tributable to conditions arising out of the war or its termination 
have been excluded from the profit and loss or income statement and 
charged or credited directly to surplus or reserve accounts on the 
ground that such items are not considered applicable to operations 
during the period of report, show the net aggregate amount of all 
such excluded items under an appropriate separate caption set forth 
following caption 16 but neither added to, nor deducted from, cap- 
tion 16. The following information as to such excluded items shall 
be given, preferably in tabular form, either under this caption or by 
means of a footnote or schedule referred to under this caption: 

i. The nature and amount of each major category of the excluded 
items. 

ii. The account or accounts to which such items were charged or 
credited and the amounts involved. 


Items included within the profit and loss or income statement: It 
the profit and loss or income statement for the period of report 
includes substantial amounts of costs, losses, expenses or income 
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(including transfers from war reserves) which in the registrant’s 
opinion are attributable to conditions arising out of the war or its 
termination but are not applicable to production and sale of goods 
or services during the period of report, the amounts so included shall, 
if practicable, be segregated under appropriate captions. If segre- 
gation is not practicable, a brief statement of the circumstances 
shall be made as a part of the statement required by paragraph (3), 
together with an estimate of the amounts involved. 


. Statement of policy: A concise statement shall be made in a foot- 
note of the principle followed in determining that items of costs, 
losses, expenses or income were attributable to conditions arising 
out of the war or its termination and were not applicable to the 
production and sale of goods and services during the period of 
report. 


The new regulation is effective as of March 31, 1946. 


SEC Requires Quarterly Information on Sales—The SEC has also 
issued a new rule requiring quarterly reports on the volume of business, 
and at the same time rescinded the rules adopted in July of 1945 which 
provided for the reporting of changes in the dollar volume of war busi- 
ness handled by listed companies. The text of the Commission’s action 
in requiring the new reports is as follows: ’ 


I. Paragraph (f) of Rule X-13A-6 and Rule X-13A-6A are hereby 
rescinded. 


II. The following new Rule X-13A-6B is adopted : 
Rule X-13A-6B. Quarterly Reports by Certain Companies. 


a. The provisions of this rule shall be applicable only to issuers of 
securities as to which both the following conditions exist: 


1. The issuer files annual reports on Form 10-K, 11-K, or U-5K, 
or files a report on one of such forms as Part II of Form 
16-K. 


2. The issuer is not an insurance company, an investment com- 
pany, a common-carrier, or a public utility company. 


. Each issuer subject to this rule shall, for each of its fiscal quar- 
ters, beginning after December 31, 1945, file a report on Form 
8-K containing the information called for by Item 11 of such 
form; provided, however, that any issuer heretofore subject to 
the provisions of Rule X-13A-6A shall file reports pursuant 
to this rule beginning with the fiscal quarter immediately follow- 
ing the last fiscal quarter for which a report was required to 
be filed under Rule X-13A-6A. 
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c. Reports required by this rule shall be filed not more than 45 days 
after the close of the fiscal quarter for which the report is filed 
or not more than 45 days after the effective date of this rule, 
whichever is later.” 


III. Item 11 of Form 8-K is amended to read as follows: 


11. If the report is being filed pursuant to the provisions of Rule 
X-13A-6B, furnish the following information : 
Report of 
“(Name of company or group for which report is filed) 
for the fiscal quarter ended 


EhauCcanegee ys ddeckneeon stern Dollar 

Amount 
a. Gross sales less discounts, returns, and allowances. $............ 
OB, KOSTER COVGMIED an 6c ce cc de ccc evesocdccevcsess FRESE TS 
c. Total of captions (a) and (b)..............+5-- Bane chads sams 


Special Instructions as to Item 11 
1. The required information shall be given as to the registrant, or, if 


consolidated financial statements are included in the registrant’s 
annual report pursuant to Rule X-13A-1, for the registrant and its 
consolidated subsidiaries. In addition, the information shall be given 
as to any unconsolidated subsidiary or group of subsidiaries for 
which separate or group statements are required to be filed in the 
annual report. Information as to foreign subsidiaries may, however, 
be omitted for any period of report if it is impractical to furnish 
information for such period within the specified time for filing 
such report, provided an indication of such omission is given and the 
omitted information is furnished as a separate item in the report for 
the next succeeding fiscal quarter. 

The instructions to Caption 1A—“Gross sales less discounts, returns 
and allowances,” and Caption 1B—“Operating revenues,” of Rule 
5-03, Regulation S-X, shall be applicable to Captions (a) and (b) 
above. If income is derived from both gross sales (Caption (a) 
above) and operating revenues (Caption (b) above), the two classes 
may be combined in one amount (Caption (c) above) if the lesser 
amount is not more than 10 per cent of the sum of the two captions. 
. If the registrant makes available to its stockholders, or otherwise 
publishes, a quarterly financial statement or report, the information 
called for by this item may be omitted provided that in place thereof 
a copy of such statement or report is filed as an exhibit and pro- 
vided further that such statement or report contains at least the 
information called for by caption (c) of this item. ‘ 
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The Commission recognizes that the seasonal nature of some companies’ 
activities may result in a misleading interpretation of the reports for a 
given quarterly period. It therefore has issued a statement explaining the 
requirement and outlining the procedure that may be followed in order to 
avoid such misinterpretations. The Commission’s statement in this regard 
is as follows: 

“Objection to the program has been made on the ground that the required 
information as to sales or other gross revenues may be uninformative or 
misleading due to the seasonal nature of a business or to unusual events 
of the quarter. Somewhat similarly it is claimed that the information called 
for is useless since changes in sales volume may not be accompanied by a 
comparable change in gross or net profits, particularly for short periods 
or during periods when business conditions are unsettled. Although such 
difficulties clearly exist in varying degrees depending upon the type of 
company, we feel, to the contrary, that reports of sales volume when taken 
in conjunction with other known information as to the business and as to 
business generally will be of substantial usefulness. Among other things, 
for example, the information being required should at the present time 
provide an index of the extent to which a company has been able to re-enter 
civilian markets or to maintain in the postwar period its wartime volume of 
civilian business. It is also our view that such information will aid in the 
formation and exercise of an informed investment judgment based on other 
available information as to the general nature of the operations of the 
company, its plans and prospects for the nature, its position with respect to 
other companies in the same industry, and many other factors which affect 
the financial success of a business. 

“Where in a particular case an issuer feels that its report as to sales 
or other gross revenues may not be representative because of the seasonal 
nature of the business or for other reasons, there are, of course, a number 
of possible procedures that may be utilized. In the case of a seasonal 
business, an appropriate statement of the nature of the business could be 
given. In addition, it would be appropriate and desirable to furnish along 
with the report for the particular quarter comparable figures for the same 
quarter of the previous year or for the 12 months’ period ending with the 
current quarter. Likewise, if in a particular case it is felt that sales or 
other gross revenues standing alone are inadequate because not indicative 
of the trend in gross or net profits, the report could include an appropriate 
explanation of the special circumstances, or there could be substituted a 
more complete though still condensed form of income statement such (as is 
now regularly being published or sent to stockholders by many issuers.” 

The new ruling is effective as of March 28, 1946. 


Cost Manual for Gray Iron Foundries—Illustrative of the type of cost 
accounting manual for smaller units of an industry is the manual issued 
by the Gray Iron Founders’ Society, Inc. It is known as “Cost Manual 
No. 1” and is written primarily for the small foundries where a minimum of 
clerical expense is of more value than maxiraum accuracy. 
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The manual is divided into two parts, Part I being devoted to a defini- 
tion of foundry cost terms and Part II to the presentation of a simplified 
accounting procedure. This is presented under the following headings: 


Basic Principles of Gray Iron Foundry Cost Accounting 

Simplest Layout of Cost Accounts 

Distribution of the Payroll 

Distribution of Purchases 

Annual Cost Records 

Determination of Departmental Costs and Overhead Percentages 
Figuring Job Costs and Use of Job Cost Cards 

Supplemental Notes on Cost Procedure 

Detailed Classification of Cost Accounts 


The manual can be obtained for $5 from the Society’s office, 114 Branford 
PL, Newark 2, N. J. 





CHAPTER MEETINGS 











May, 1946 
Chapter Date 
Meeting Place Subject and Speaker 
21 From Cost Plus to Price Minus 
The Portage Hotel William Blackie, Vice President, Caterpillar 
Tractor Co. 
Albany 21 Investment Control 


A. B. Hossack, Executive Vice President, 
American Appraisal Co. 


Atlanta 21 Ss me _ osts in a Textile Mill 
Atlanta Biltmore Hotel J. W. Cashier and Cost Accountant, 
Anchor ope, oF Mills 


i 21 Building a Better Tomorrow 
Emerson Hotel R. G. Steinmeyer, Professor of Political 


Science, University of Maryland 
Binghamton 23 Forum Discussion: What Educational Founda- 
otel Arlington tion Is Necessary for a Cost Accountant 


Chairman: James H. Robinson, City of 
Binghamton, Welfare Div. 


Birmingham 21 Business dag Assistance to Management 
Hotel Thomas Jefferson John W. Gladson, Administrative Assistant 
to Div. To eT Baton Rouge Refinery, 
Standard Oil Co. (New Jersey) 
15 Labor Management Cooperation 
Hotel Vendome Cyrus S. Ching, Director, Industrial and 
Sm Relations, United States Rubber 
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Chapter 
B rt 16 
a er 3 Hotel 
rooklyn 15 
Michel’s Restaurant 
Buffalo 


Calumet 21 
Hotel Gary 


Cedar Ra 22 
Hotel _ 


Chattahoochee 13 
Cherokee Lodge 


sy 16 
Hotel Patten 


icago 
Furniture Club of 
America 
Cincinnati 16 
Hotel Gibson 


Cleveland 16 
Carter Hotel 


Colurnbus 2 
Fort Hayes Hotel 


16 


15 
Habana Yacht Club 





Date 
Meeting Place 






Subject and Speaker 
Relationship of the Indusirial Engineer and the 
Industrial Accountant 
Charles Reitell, Partner, Stevenson, Jordan 
& Harrison, Inc. 


Place of Industrial Accounting in Business 
Frank Klein, Vice President, W: 
Pump & Machinery Corp. 


“HE and Application of Keysort 
Davis, Education Director, The McBee 


ay Expense Control and Payroll Computa- 
tion 
Charles L. Wi Office Manager, Oliver 
Farm Equipmen t Co, 


Panel Discussion: Current Accounting and Tax 
Problems 
Four N. A. C. A. Members 


Administration of Federal Taxes 
Norman D. Deputy 
Washington, D. C. 


The Control of Distribution Costs 
Glenn R. Kleinau, Certified Public Account- 
ant 


Current Cost Accounting Problems 
= T. McAnly, Resident Partner, Ernst & 
rnst 


oom = eed Problems of the Printing 
rades 

John G. Haefner, Consulting Accountant, . 

Franklin Typothetae of Cincinnati 


ee 4 as a Management Tool—A Case 
tudy 
Roy L. Brittain, Comptroller, The Dobeck- 
mun Co. 
Streamlined Billing 
Harry R. Edwards, Comptroller, The F. & R. 
Lazarus & Co. 
Accounting for Costs Under Postwar Compe- 


tition 
L. Palmer, Assistant Comptroller, 
land Co, 


Commissioner, 


Geor 
Wi 
Panel Discussion: Inventory Valuation and Its 
a aod on the Determination of Pro 
: Ramon Gutierrez Gamon Cia, 
Godoy-Sa yan 


Or, ne of gd ye in Cuba 
rnesto arona, Director, 
ny cs Budget 
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Chapter Date 
Meeting Place Subject and Speaker 
allas 17 _— Panel Discussion: Cost and Industrial Account- 
Melrose Hotel ing Problems 
Chairman: Kenneth B. White, Certified Pub- 
lic Accountant 
Dayton 21 Termination Accounting Problems 
Van Cleve Hotel Max M. Monroe, Assistant to Vice Presi- 
dent in charge of Manufacturing, General 
Motors Corp. 
Decatur 16 Debate: Resolved That Corporate Income Taxes 
Decatur Club Should Be Abolished 
Decatur Chapter versus Peoria Chapter 
Denver 21 Members’ Round Table-Forum : Information on 
Cosmopolitan Hotel New Develo ts in the Accounting Field 
Chairman : arold M. Heckenlively, The 
nee States Telephone & T ph 
0. 
Des Moines 25 Costs and Prices 
Commodore Hotel — Biockis, Vice President, Caterpillar 
ractor Co. 


Detroit 16 —a i a: Costs 
Detroit-Leland Hotel McAnl ent Partner, Ernst & 
ee 

Erie 20 From Cost Plus to Price Minus 
Moose Club bg ma Blackie, Vice President, Caterpillar 

ractor 


vansville 16 Contributions of Public Accounting to the In- 
McCurdy Hotel dustrial Accounting Field 
George S. Olive, Geo. S. Olive & Company 
Fort W 21 Current Accounting Problems 
Cham ; of Commerce by wan B. Wilcox, Partner, Edward Gore 
Fort Worth 16 Cost—Its Relation to Management 
Blackstone Hotel ~ Lee Tollett, President, Cosden 
etroleum Corp. 


Grand ~~ = 21 Current Developments in the Field of Account- 


t 
wt Dickerson, Assistant Professor of Ac- 
counting, Ohio State University 


Greenwich 7 Industrial Insurance Costs and Coverage 


Hugo’s Piccadilly Amos Redding, Assistant Secretary, Aetna 


Restaurant, Stamford Life Insurance Co., and James J. Graham, 
Connecticut Dept. “of Labor and Factory 


Inspection 
21 Can Py oe Seed OS Operate as Profitably as 
a 2,000-Man Fact 
Raymond H. Smit h, Bepty S Secretary, Penn- 
sylvania Dept. of Comme: 
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Chapter 


Date 
Meeting Place 


Hagerstown 16 
Hotel Alexander 


Ham Roads 17 
orfolk Yacht and 
Country Club 


Harrisbur 14 
Penn-Harris Hotel 


21 


Hartford 21 
Farmington Country 
Club, Farmington 
Hawaii 
Houston 15 
Y. M.C. A, 
Indianapolis . . 1 
Hotel Lincoln 
15 
Jackson 16 
Heidelberg Hotel 
Jamestown 21 


Hotel Jamestown 


Kansas Ci 20 
Hotel President 


er 
Hotel Sutter 
Valley 24 
Clue, Bethlehem 
Los 
Scully's Cafe 
Louisville 21 
Brown Hotel 





Subject and Speaker 


Budgeting 1 Rita # 
W. D. Div. Comptroller, Crucible 
Steel Co. of America 
Open Forum: Standards, Their Development 
and Use 
Chairman: Stephen M. Lyon, Jr., Assistant 
Treasurer and Office Manager, Eastern 
Div., Colonial Stores, Inc. 
Economic Trends 
Carl W. Hasek, Head, Dept. of Economics, 
Pennsylvania State College 
Accounting for Depreciation 
Irving Yaverbaum, Yaverbaum & Co. 


Past Presidents’ se 
Chairman: F. E. Burnham, Colt’s Patent 
Fire Arms Mfg. Co. 


To Be Announced 


Forum Discussion: Cost and Internal Control—- 
The Industrial Accountants’ Approach—The 
Public Accountants’ Approach 


The bay Engineer and the Cost Account- 


clan N. Carter, Partner, Carter, Bailey, 
Kirlin & Walker 


What's Ahead for Private Enterprise 
Howard C. Greer, Executive Mie ea 
and General Manager, Kingan & 
Duleeim, Planning and Control 
C Sesisy, Controller, The Lamson Broth- 
eo Co. 
Budgeting and the Distribution of Burden 
Frank Wallace, Management Consultant, Mc- 
Kinsey & Co. 
Review of the Year's Cost Accounting Develop- 
ments and Changes 
William P. Marsh, Treasurer, Seidlitz Paint 
& Varnish Co. 


Evaluating Accountants 
Charles D. Flory, Stevenson, Jordan & Har- 
rison, Inc. 


The Economic Outlook 


Neil Carothers, Dean, College of Business 


Administration, Lehigh University 


Making on Costs Work 
Harry N. Kamph, Business Systems, Inc. 


The Rees Plan for Accounting Office Per- 
sonne 
H. F. Willkie, Vice President, Joseph E. 
Seagram & Sons, Inc. 
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Chapter Pg 
Meeting P Subject and Speaker 
wary State 17 Simieiet Controls for Management 
a a H. Brown, Professor, Graduate School 
£ Business Administration, Harvard Uni- 


vaca 


iat 15 Budgetary Planning and Control 
otel Gayoso T. C. eperry, Controller, The Lamson Broth- 


ers 
ukee 20 The Future of Business—What Part Will the 
Milwaukee Athletic Club Cost Accountant Play? 
Kenneth W. Haagensen, Director of Public 
ec Allis-Chalmers Manufacturing 


Minneapolis 23. Production Control 
Curtis Hotel C. E. Carlson, Assistant Treasurer, National 
Battery Co. 
Muskegon 20 Em e's Training Program 
Occidental Hotel A . Moss, Time S Engineer, Anaconda 
Wire & Cable Co. 
Nashville 14 ‘Panel Discussion: Accounting for Payroll 
Andrew Jackson Hotel O. P. Vincent, Treasurer, Nashville Bridge 
co. ond O. C. Williams, Auditor, General 
rp. 


New Hampshire 21 Current Depreciation Problems 
——- Hotel, se sg W. Bennett, Partner, Cooley & Mar- 


New Haven 21 Phere Quiz and Panel Discussion 
Hotel Garde Chairman: Ralph C. Jones, Associate Pro- 
fessor of Accounting, Yale University 
_ ae ™ yee a aves me 
ung Hot . Charter Harrison, Partner, Charter 
Harrison Associates 
New York 27 Problems Facing the Industrial Accountant and 
Hotel New Yorker ad Taken by N. A. C. A. to Overcome 
Frank Klein, Vice President, Worthington 
Pump & Machinery Corp. 
Newark 23 “- oo Factory Cost Control More Objec- 


Hotel Robert Treat 
L Gayton Hill, Works Manager, Eagle Pen- 


Peoria 15 Postwar Cost Accounting 
Peoria Country Club E. L. Theiss, Professor of Accounting Uni- 
versity of Illinois 


hia 23s Cost Quis and Review 
K s Chestnut St. a og John Hihn, Jr., Edward G. Budd 
t Mfg. 


Accoatng Problems in Industry—Government 


eration 
Paul Green, Administrator for 
Accounting, Office of Price Administration 
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Richmond 17 
Hotel John Marshall 


Rochester 
Hotel Seneca 


- Rockford 
Hotel Faust 


Saginaw Valley 
Home Dairy Co. 


St. Louis 
Coronado Hotel 


San Francisco 


Engineer’s Club 


Scranton 
Hotel Casey 


South Bend 
LaSalle Hotel 


eld 
otel Sheraton 


Syracuse 
Hotel Syracuse 


15 


16 


15 


Subject and Speaker 
Forum Discussion : Payroll Accoun 
Leader: Luman B. Wenn! Division 
Accountant, Birds-Eye-Snider Div., Gen- 
eral Foods Corp. 


The Public Interest in Cost Accounting 
Thomas H. Sanders, Professor of Account- 
ing, Graduate School of Business Adminis- 
tration, Harvard University ‘ 


Panel Ehomsetion: $ Soowien Expenses in a Manu- 
Lloyd "Me Meee Office Manager, Nolde & 
An ome nny A <amagaa for a Professional En- 
Alfred Ke Nicholas, Assistant Treasurer, Gil- 
bert Associates, Ine. 


Consumer Credit 
Thomas C. Boushall, President, Bank of 
Virgini 


Cost Research 
A. B. Gunnarson, Assistant Secretary, Na- 
tional Association of Cost Accountants 
Financial Management of Industrial Corpora- 
tions 
George W. Frazer, Frazer & Torbett 
Industrial Planning Aided Accounting 
— Smith, Partner, McKinsey, 


Ayogis Controls for Management 
O. E. Mount, Vice President and Secretary- 
Treasurer, American Steel Foundries 


Accounting for Universities and Other Institu- 


tions 
Olof Landiace, Chief Accountant, University 
of California 
Present-Day Accounting Problems 
be 5 L. Elliott, Controller, Atlantic Refining 


Cost Accounting for the Building Industry 
Howard Moore, Secretary-Treasurer, Whit- 
comb and Keller, Inc. 


Purposes and Advantages of Reorganization of 
Administrative Functions and Personnel 
. Shaeneman, Scovell, Wellington & 


Cost Problems Roundap and Past Presidents’ 
Night 
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Chapter Date 
og Meeting Place 


Toledo 21 
Secor Hotel 


Tri-Cities 21 
LeClaire Hotel, 
Moline 


22 
Mayo Hotel 


Utica 13 
Hotel Hamilton 


Wabash Valley 
Terre Haute House 
Haute 


Terre 
15 


ashington 
Hotel 2400 


Wichita 21 
Broadview Hotel 


Williamsport 13 
Lycoming Hotel 


Worcester 16 
Sheraton Hotel 


York 15 
Hotel Yorktowne 


22 


Youngstown 
— Country 


Subject and Speaker 


Panel Discussion: Accounting Problems 
Discussion Leader: Walter E. Miner 


Internal Check in Relation to Cost 
J. Pelej, Principal, Price, Waterhouse & Co. 


Changing Concepts of Accounting 
Edwin eiss, Professor of Accounting, 
University of Illinois 


Byes oe It Does and How To 


Farnam J. Bowen, Controller, Oneida, Ltd. 


Internal Audit and Control 
Horace G. Barden, Assistant Manager, Ernst 
rnst 


Wartime Costs in hr egy od 
William Lee Sla General Auditor of 
Construction, U. S. Maritime Commis- 
sion 
Corporation Taxes—Pro and Con 
Edwin L. Theiss, Professor of Accounting, 
University of Illinois 


Practical Pre, of a Budget ; 
Jesse G. Kline, Chie Chief Cost Accountant, At- 


lantic Refining Co. 


Cost Control Through Physical Unit Budgets 
David B. Caminez, Assistant Comptroller, 
Hyatt Bearings Div., General Motors Corp. 


Standard Costs as a Tool in Market Analysis 
Charles Reitell, Partner, Stevenson, Jordan 
& Harrison, Inc. 


Costs and Prices 
William Blackie, Vice President, Caterpillar 
Tractor Co. 
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For Ten Months Ending March 31, 1946 











i. 
a 3 
aE 
$33) 1285 430 225 
+++. 1125 1230 538 198 
ites 1144 226 192 


ra fo ty 
915 3 


1 718 
sone 1026 


S News Letters 


oat 
SSSSE Program 


bd 
38 
38 


88 
88 





883 
383 


200 

80 
200 200 
200 








100 5 

100 455 
50 100 145 
50 4 205 33 
$0 100 230 3372 
564 246 120 200 200 4 40 50 100 265 33 
914 98 110 180 175 22 461 30 50 65 3335 
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and Transfers 


‘abash Valley ........ poe 


ee ee 


ZQER SER Publicity 


S8EE BGRE EERE BBYeE BELT BEEBE Newton 


S88 s3 
S888 S8k88 S88S3 88S 88S SESE S3EE Proeram 


— 
28S 


wi" 





: 


100 120 3312 
100 45 3307 
100 310 3280 
100 170 3277 
100 395 3253 


100 40 3248 
100 220 32 


25 .. 3220 ‘ 
100 295 3212 
100 295 3208 


and R 


Financial Budget 
ports 
Special Activities 


S83 SS8SS SSSSS Bulk Mailing 
8 
s 
8 





100 140 2886 
100 160 2826 
100 150 2825 
100 200 2790 
100 90 2733 
100 
100 .. 2598 
95 §0 2512 
50 40 2504 
100 165 2488 


40 95 .. 1973 
«- 25 «. 1685 
-» 50 .. 924 
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